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REVENUE AND EXPENDITURE FORECAST SCENARIOS

Three Scenarios using Low Growth, Mid-Growth & High Growth

Revenue Assumptions

The follow ing three tables present revenue and expenditure forecasts for all funds in the City’ s
operat ing budget, as requested by the Budget  and Fiscal Affairs Advisory Commit tee and as
required under the City Council’ s debt-related f inancial policies.  These forecast scenarios are
based on the sets of assumptions detailed below .

It is important to note that  in years where the forecast scenario results in a negative variance
betw een projected revenues and projected expenditures, the variance would have to be
addressed, and each year’s budget balanced, through a reduction in the planned level of
expenditures, an increase in revenues (tax or fee increases or new  revenue sources) or a
combination of these methods.  As a result,  the cumulat ive shortfall in the out years of  these
forecasts w ill actually never occur.

The expenditure assumptions included in these scenarios remain constant in each of the
scenarios, while the revenue assumptions vary.  This approach illustrates the sensitivit y of
maintaining current services and policies w ith varying rates of revenue grow th. In all scenarios,
before individual category assumpt ions have been made, staff  assumed a consumer price index
(CPI) growth of 2.5  percent per year. It  should be noted that the expenditure assumptions
included in these scenarios are not meant to be an indication of any commitment to a part icular
level of  planned expenditure increases in future years; rather, these assumptions are meant to
illust rate the possible funding choices the City must make in future years in each revenue
grow th scenario.

The Mid-Range Forecast Scenario represents the most probable outcome of the three scenarios
with regard to overall revenue and expenditure grow th rates.  However, w ith the many
economic and policy variables that would inf luence revenues and expenditures in the FY 2003
to FY 2008 t ime period, the bottom line excess or shortfall amounts need to be considered as
“ order of  magnitude”  results that w ill change as the assumed economic and policy variables
dif fer f rom these long-range project ions.  In that  light, the $4.7 million shortfall project ion in
the Mid-Range Forecast Scenario for FY 2004 w ill have some degree of variability , and
because it  represents approximately 1.0% of  total revenues, it  should not  be a material
concern.  It  does ref lect, how ever, that because of  increasing inf rastructure demands, school
funding needs, fair employee compensation responsibilit ies, and an “ ant iquated”  tax structure
that  is t ied largely to property taxes, the City w ill cont inue to be required to make careful
f iscal, programmatic and policy choices in the years ahead.

The funding gap or surplus forecasts range from a negative $43.6 million to a positive $40.0
million in FY 2008.  This represents only an 15% band in comparison to the total expenditure
budget estimate in FY 2008.  As a result,  the conclusion that one can reach is that the City’ s
f inances are sound and w ill remain sound.  However, careful f inancial management and sound
policy decision making w ill be critical to keeping the City’ s finances sound over the long term.
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M ulti-Year Revenue and Expenditures Forecast  Scenarios

ALL SCENARIOS - EXPENDITURES

EXPENDITURE ASSUMPTIONS:  (Assumptions remain constant for each revenue scenario)

(1) FY 2003 expenditures ref lect the Approved FY 2003 budget.  All expenditure
assumptions build from this base.

(2) Cash capital expenditures: The projected expenditures from FY 2003-FY 2008 for cash
capital are consistent with the Capital Improvement Program Funding Summary presented
in the FY 2003-FY 2008 Capital Improvement Program document, which reflects cash
capital appropriations to meet planned pay-as-you-go capital funding levels.

(3) Debt service expenditures: The projected expenditures from FY 2003-FY 2008 for debt
service are consistent w ith the Approved Capital Improvement Program, w hich ref lects
the issuance of  $55 million in addit ional new  General Obligation debt: $28 million in FY
2004, $20 million in FY 2005, and $7 million in FY 2006.  All new  debt issuance
assumes 20 year issues, w ith principal payments structured on a phased-in basis, w ith
a true interest cost of approximately 4.75 percent.

(4) Personnel expenditures — City and Schools:

In FY 2004-FY 2008, City personnel expenditures increase 4.6 percent annually, which is
the result  of providing funding for a step increase on the declining percentage pay plan for
an est imated 75 percent of the City work force not at the maximum salary on the pay scales,
a cost of living adjustment (approximately 2.0 percent) in each year, and increasing health
insurance costs.  Staff ing levels in each agency are projected to remain constant at  FY 2003
levels.

School personnel expenditures: Schools personnel expenditures increase at the same rate as
the City w ith the addition of  $1.5 million per year to compensate for budget init iatives and
enrollment increases the order of magnitude of which is unknown.

(5) Non-Personnel expenditures — City and Schools:

(a) City Non-personnel expenditures

In FY 2004-FY 2008, a 3 percent increase is assumed for non-personnel expenditures in all
categories except t ransit  subsidies, cash capital and debt service, and as noted below.
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M ulti-Year Revenue and Expenditures Forecast  Scenarios

• Recycling costs in FY 2004 through FY 2008: Due to the increasing cost  of refuse
disposal at the Waste to Energy plant and the need to maintain a competit ive t ip fee, the
City is no longer able to f inance its recycling program through a surcharge on the t ip fee
at the plant .  As a result , the City’s General Fund expenditures for recycling are projected
to increase by $350,000 in FY 2004, $500,000 in FY 2005, $525,000  in FY 2006,
$550,000 in FY 2007, and $570,320 in FY 2008.  This is likely to be recovered by
increasing the solid w aste fee.

• Transit Subsidies in FY 2004 through FY 2008: Transit subsidies are projected to
increase by 5 percent  each year due to increased capital and operating needs ant icipated
at WMATA and DASH due to ridership grow th and aging infrastructures.

• Schools Non-personnel expenditures:  In each year from FY 2004-FY 2008, Schools non-
personnel expenditures are projected to increase at 3 percent, which is the same as City
non-personnel increases.
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M ulti-Year Revenue and Expenditures Forecast  Scenarios

ALL SCENARIOS - REVENUE

Three dif ferent scenarios of revenue grow th for the period of FY 2004 through FY 2008 have
been developed based on varying assumptions about f uture rates of growth for each of the
revenue categories listed in the table below.  Each scenario is based on FY 2003 approved tax
and fee rates. All projected increases are generated by economic grow th or the impact of
inf lation on goods and services that  are taxed.  The rate of growth assumed in each category
for each scenario is shown below .

Revenue Category Low Grow th
Mid-Range
Growth High Grow th

Real Estate Property 3% 5% 7%

Personal Property 5% 7% 9%

Penalties & Interest 1% 3% 5%

Local Sales 3% 5% 7%

Utility 1% 1% 1%

Business License 3% 5% 7%

Motor Vehicle License 1% 1% 1%

Recordation 0% 5% 7%

Tobacco 0% 0% 0%

Transient Lodging 1% 3% 5%

Restaurant Food 3% 4% 5%

Other Miscellaneous 3% 3% 3%

Intergovernmental 0% 3% 5%

Other Non-Tax Revenue 3% 3% 3%

Other Special Revenue 3% 3% 3%

Equipment Replacement Fund 3% 3% 3%
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